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Training as a strategy 
in value-creation 
processes 


Workplace arrangements are changing not 
only with respect to the nature and content 
of jobs but also in the way organisations use 
and deploy employee skills. This has re- 
sulted in workplaces planning and imple- 
menting specific training strategies to aug- 
ment the skill level of their workforce. How- 
ever, any training strategy has multi-faceted 
objectives, and firms adopt training pro- 
grammes in line with their own particular 
needs and priorities. What then, are the fac- 
tors which make a training programme a 
success? The issue has assumed great im- 
portance owing to the recognition of learn- 
ing opportunities closely related to work en- 
vironments and many national training 
schemes failing in their objective of effec- 
tively using the workplace for training pur- 
poses. 

A startling finding of one recent empirical 
study, on national training schemes for the 
long-term unemployed in the United King- 
dom, was that such programmes actually re- 
flected and reinforced the processes that lead 
towards unemployment (Wilkinson, 2001). 
The study did not question the effectiveness 
of training as such, but highlighted the dif- 
ficulties involved in adopting an appropri- 
ate framework for the method and applica- 
tion of training strategies. It is worth noting 
that workplaces in different sectors of the 
economy routinely make substantial invest- 
ment in training activity. Many national train- 
ing programmes also rely on firms to com- 
mit themselves to training as part of a pol- 
icy package, designed to tackle the problem 
of unemployment as well as increasing the 
skill nature of the workforce (Cohen, 2003). 

Training and value-added activities 

Several factors have been considered rele- 
vant for this enhanced role of firms in pro- 
viding training opportunities. Rapid tech- 
nological changes, and the wide apphcation 
of skill-driven productive systems in in- 
dustrialised countries, including the Euro- 
pean Union (EU) Member States, have played 


an important role. In particular, high-per- 
formance workplaces emphasise flexible 
rather than narrow job designs, self-man- 
aging teams and innovation and problem- 
solving skills. The realisation of such high- 
performance productivity outcomes are how- 
ever critically dependent on employee skills 
and knowledge. This also suggests that train- 
ing is only one factor in a myriad of rela- 
tionships that increase the effectiveness of 
learning environments. 

However, a large amount of anecdotal evi- 
dence suggests that for training to be use- 
ful, it needs to be carried out in conjunction 
with measures which augment the effec- 
tiveness of training. For instance, multi-skiU 
training will be of little use for improving 
productivity if work tasks are divided and 
assigned in small segments; itwiU auger well 
if connected with work-related experience. 
For both these measures to improve the or- 
ganisation of production, some participation 
in shop-floor decision-making will be need- 
ed. Thus, one measure is more valuable 
when other complementary variables are al- 
so put in place; conversely, less than opti- 
mal outcomes may result if various elements 
of an intervention programme are notweU- 
coordinated (Ichniowski and Shaw, 2003). 

Training should thus be seen as part of a 
value-creation process. A focus on value 
helps delineate the factors responsible for a 
successful training programme. Value is de- 
rived when different parts of the programme 
draw on an existing set of capabilities and 
their interactions are driven by comple- 
mentarity. Value based strategies are also 
about tradeoffs; choices from a set of al- 
ternatives need to be made to put in place 
a well-coordinated programme (Porter, 1996). 
By thinking in terms of tradeoffs, we are 
able to choose the most relevant capability 
set necessary for exploiting complemen- 
tarities between interacting variables. After 
all, training policies and programmes do not 
operate within a vacuum. Training require- 
ments are not the same in all jobs, and dif- 
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Organisations devise training 
programmes to ensure that 
employees make an effective 
contribution to enterprise suc- 
cess. Not all organisations are 
likely to provide training, 
however, because there are 
significant trade-offs involved 
in terms of both costs and 
benefits. This article discuss- 
es the organisational deter- 
rrrinants of training: larger es- 
tablishments with comple- 
mentary technological sys- 
tems, well established inter- 
nal labour markets and or- 
ganisations which employ an 
educated workforce are more 
likely to adopt a well-defined 
training strategy. Public pol- 
icy may also influence rrricro- 
institutions of learning and 
development. The influence 
of many such factors under- 
lines the need for a value- 
based analysis to help or- 
ganisations make optimal de- 
cisions about the choice of 
training. 
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ferent functional areas have very different 
job structures. Moreover, broad-brush train- 
ing strategies are less prone to systematic 
inquiry into finding the optimal match be- 
tween the training needs of employees, and 
how best these needs can be met 

Determinants of training strategy 

Much existing theoretical work on training 
has concentrated on analysing individual 
choices in making an investment in improving 
work-related skills. This analysis has gener- 
ally been couched in terms of how human 
capital is formed and developed over a 
period of time. The analysis rarely makes 
a distinction between the choices of indi- 
viduals and firms. It is simply assumed 
that firms will make an investment only in 
specific types of training which are relevant 
to their operations, and thus easily recoupable 
(Becker, 1993). Individuals, on the other 
hand, will be more interested in making an 
investment in general types of educational 
qualifications, which will enhance their bar- 
gaining power vis-a-vis firms. We focus here 
on the determinants of training at the work- 
place level, reflecting the important role that 
workplaces now play in creating learning 
opportunities. Although we make a distinc- 
tion between employee, organisational and 
institutional level analyses for delineating 
the role of training in the value creation 
process, our primary concern is with deter- 
mining the ability of workplaces to make 
optimal training choices. 

Employee-level factors 

A general empirical observation is that ed- 
ucated workers are more likely to receive 
training than their relatively less educated 
counterparts (Lillard and Tan, 1992; Bishop, 
1997). It is argued that since educated work- 
ers are more likely to benefit from increased 
training, it is likely that they will get more 
training. To put this observation in its right 
economic context, we need to consider the 
current climate of employment and wage 
practices. 

The last two decades have seen major 
changes in the demand for skilled workers 
in European countries. There are three dis- 
cernible trends, the first of which is the 
growth in non-manual wages and em- 
ployment relative to manual workers. This 
is accompanied by the position of the un- 
skilled relative to the skilled becoming 


worse. Using data from the UK Workplace 
Industrial Relations Survey (WIRS), Chen- 
nells and Van Reenen (1997) show that the 
skill premium has risen since early 1980s. 
At the same time, the decline in employ- 
ment among manual workers has been dis- 
proportionately concentrated among un- 
skilled workers. Finally, there is the evi- 
dence of widening wage inequality with- 
in skill categories (including the unskilled) 
(see Gosling et ah, 1994). 

Since the number of educated workers in 
the labour force has increased overall, it 
should have normally driven down wage 
differentials. This is obviously not what has 
happened (Griliches, 1996). It has then been 
argued that education has become more 
valuable in periods of rapid technological 
change; that it takes more education to cope 
with the constraints imposed by new pro- 
duction systems. This has led many authors 
to conclude that technology and human cap- 
ital are relative complements (Kremer and 
Maskin, 1996; Acemoglu, 1998). Thus, tech- 
nological innovations always serve to cre- 
ate demands for educated and skilled work- 
ers. It is in this sense that a value-based 
training strategy should target educated 
workers because they are more likely to 
benefit firrm technological advances in pro- 
duction. 

Gapital skill complementarity also implies 
that increases in wage inequality will be ac- 
companied by growing segregation of work- 
ers by sldll. That is, over time, it will become 
difficult for high- and low-skilled workers 
to find work in the same workplace. Under 
these conditions, the economic contribution 
of archetypical firms such as General Mo- 
tors, which use both high- and low-skilled 
workers, has declined relative to firms like 
Microsoft and Intel, whose workforce are 
much more homogenous (Kremer and Maskin, 
1996). In such an environment, it becomes 
important that training is targeted at all those 
employees who are dealing with a related 
set of tasks, rather than at a select few. Snce 
the skill content of a job complements the 
expertise of others working on the same set 
of operations, an all-encompassing training 
approach will be needed to upgrade or- 
ganisational capabilities. 

Similarly, long-term workers benefit more 
from their training because they have more 
time available at their disposal to learn 
and employ their skills. It is then appropri- 
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ate that training is provided to those em- 
ployees who are with the organisation for a 
long period of time. Although short-term 
contract workers have sometimes important 
contributions to make to the life of the or- 
ganisation, the mere fact that the skills em- 
ployed by workplaces are homogenous 
means that it makes more sense to target 
workers who have long-term commitments 
to the organisation. 

Gender can also play an important role in 
the firm's decision about who gets training. 
It is generally accepted that women are more 
likely to develop their career with the firm 
that they have started their work with, thus 
paving the way for long-term career plans. 
It thus becomes optimal to provide training 
to women, especially those whose tasks 
match the work of other employees (Booth 
and Arulampalam, 1997). 

Training is often provided to those who are 
in middle or high-ranking positions, espe- 
cially training unrelated to induction pro- 
grammes. When training is related to new 
technologies, or when new organisational 
systems are being introduced, it is more like- 
ly that middle-ranking managers will be se- 
lected for training. This is likely to happen 
because of the coordinative nature of the 
jobs middle-ranking managers often do. They 
can feed information to flreir seniors about 
the potential benefits of new systems, while 
at the same time organising training required 
for the lower-level staff. Their net contribu- 
tion to the value-creation process is enhanced 
when they undergo training related to the 
new organisational activities. 

Organisational-level factors 

In many industrial sectors, different firms 
hire different quality workers. The catering 
industry can be cited as a relevant example 
in that restaurants come in a range of qual- 
ity levels. McDonald's will not hire famous 
chefs, and Maxim's will not hire teenage 
waiters. Systematic differences in product 
quality, associated with differences in em- 
ployee skills, are a plausible explanation of 
why different types of restaurants employ 
workers with different levels of skill. Simi- 
larly, one finds a positive correlation among 
the wages of workers in different occupa- 
tions within a firm (Abowd et al, 1999). Sec- 
retaries working for investment banks earn 
more than their counterparts in retail banks. 
This happens because the secretary's wage 


in an investment bank correlates with the 
investment manager's. 

This suggests that workers of different skiU- 
levels are imperfect substitutes, and that out- 
put is more sensitive to skill in some tasks 
than in others. As a result, firms tend to spe- 
cialise in one skill level or the other, rather 
than employing workers with all skill types. 
This then creates the incentives for the seg- 
regation of workers in different sets of work- 
places, as the complementarity between the 
tasks promotes self- (i.e. assortative) match- 
ing (consider, for example, the case of Mi- 
crosoft). New information technology has 
spurred the move to complementarity of 
tasks. Strategies such as flat hierarchies, 
restructuring, horizontal networking and 
team-building have been designed to re- 
spond to these changes. This has important 
implications for training strategies. 

Training needs to cater for the requirements 
of a workplace, in order to specialise in a 
complementary set of skills (e.g. mastering 
several related skills such as various systems 
of information technology) will enhance the 
abihty of an employee to perform a partic- 
ular task more efficiently. Greater benefit will 
also accrue if training enhances the ability 
of employees to interpret information (i.e. 
the development of intellectual skills) relat- 
ing to a particular set of tasks. This will fa- 
cfiitate their learning of multi-task skills. Fur- 
ther, the development and effective use of 
multi-level skills would require complementary 
human resource management strategies such 
as employee participation, team operation 
and employee involvement in decision-mak- 
ing. It is because of these effects that meas- 
ures such as flatter hierarchies, decentrahsed 
supplier operations, and information shar- 
ing have become common practice. 

Intra-firm learning in teams and work groups 
would also follow from organisational change, 
especially when skill-intensive operations 
are involved. The focus then would be to 
provide training in areas such as quality, 
product development and flexibility, often 
in combination with broad-based techno- 
logical skills. In skill-intensive organisations, 
such as flexible manufacturing systems, line 
managers are assigned a higher degree of 
responsibility for developing human cap- 
ital. Managing human resources is no longer 
seen as an exclusive domain of the human 
resources department. Human resource is- 
sues, in a decentralised environment such 


Cedefop 

5 





SBCEBl^CDDML 


as that relating to skill-intensive operations, 
are then essentially the key tasks of line man- 
agers. The multi-skilling nature of jobs is an- 
other characteristic feature of these envi- 
ronments. The assumption is that multi- 
skilling is found to a higher extent in skill- 
intensive organisations, than in low-skiU or- 
ganisational categories. Jobs not only be- 
come flexible and more skill intensive for 
managers, but also for lower-level employ- 
ees. As a consequence, training is not best 
managed by centrally structured units, but 
caters to, and draws heavily on, feedback 
from line managers and workers. 

A number of empirical studies show that es- 
tabhshment size is an important determinant 
of training incidence (Acemoglu and Pisck- 
ke, 1999). This is understandable because it 
is more hkely that larger establishments are 
engaged in several technologicaUy-intensive 
operations. Thus, they will need to provide 
training to workers who are engaged in all 
these operations. Small workplaces that are 
part of a chain of larger establishments 
will also provide greater training opportu- 
nities to their workers than in individual 
smaller establishments. 

Another possible reason is that larger es- 
tablishments employ a wide range of occu- 
pations and are more likely to experience 
one or more of the occupations characterised 
by skill shortages. Some occupations are 
in short supply, and the estabhshments em- 
ploying them can be expected to report high- 
er training incidence. Occupations such as 
managers and administrators, professional 
occupations, craft and skilled manual work- 
ers, associate professional, sales occupations, 
and plant and machine operatives are often 
targeted for training. This is because these 
occupations are likely to experience short- 
ages at one stage or another. 

The type of establishment also affects the 
degree to which training can contribute to 
value creation. Hospitals and health estab- 
lishments have one of the highest proba- 
bilities of experiencing a shortage of skilled 
employees. Also significant are hotels, cater- 
ing and entertainment establishments. This 
is partly due to the fact that technological- 
ly-intensive operations require more train- 
ing as opposed to those with less demand- 
ing technical needs. 

Single location establishment types often 
emerge as being significantly higher recip- 


ients of training. This is because establish- 
ments with multi-locational links are able to 
transfer individuals with key skills and ex- 
pertise between locations. The intensity of 
training incidences may also vary among dif- 
ferent industrial sectors. Sectors such as agri- 
culture, metal goods (including engineer- 
ing), construction, mineral products and 
transport are more likely to suffer from a 
shortage of skilled employees, and thus the 
need for training is observed in these par- 
ticular areas. 

Other organisational factors may also be re- 
sponsible for determining the outcome of 
training. Organisations with estabhshed in- 
ternal labour markets are more likely to pro- 
vide training to their staff because vacancies 
are often filled from within. The industrial 
relations system may also influence training 
investments. Unions tend to promote meas- 
ures which act to stabilise employment and 
so may strengthen incentives to provide train- 
ing. Several other explanations can also be 
offered to explain the link between union 
and training incidence. Unions may be a 
conduit for an equitable provision of train- 
ing opportunities. In addition, the propen- 
sity of employees working for a firm pro- 
viding training increases with stronger links 
with trade unions. Whatever the case, there 
are indications that there is a positive rela- 
tionship between trade unions and the in- 
cidence of training. 

Institutional-level factors 

It is generally understood that the collective 
good features of training increase the prob- 
ability of training incidence in situations in 
which there are strong institutions, like in- 
dustry consortia, intra-firm cooperation and 
government training agencies (Crouch, 1999). 
The institutional context of training is, there- 
fore, often explored in determining the effi- 
cacy of training. More significantly, the way 
in which training is organised, financed and 
conducted can influence the way employee 
relations become an important part of in- 
ternal labour markets (Arulampalam and 
Booth, 1998). This in turn affects institutional 
features such as seniority rights, compensa- 
tion systems, pension-vesting rules, and 
legal or collectively bargained restrictions 
on layoffs, which provide the foundations 
to develop internal labour markets (or al- 
ternatively increase the cost of changing em- 
ployers). Internal labour markets are a source 
of employment security, and thus give es- 
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tablished workers more incentive to make 
investment in human capital (compared with 
a situation where no such guarantees are 
available). 

It is precisely because of this reason that em- 
ployee tenure becomes an important indi- 
cator of the relationship between the firm 
and the employee's commitment to training. 
It is suggested that higher levels of train- 
ing provided by firms translate into longer 
tenure for employees, an observation close- 
ly hnked to the 'voice' concept of Hirshman 
(1970). A caveat is to be made here. Tenure 
is also positively associated with work de- 
sign, compensation systems, career devel- 
opment and job rotation programmes, which 
may also be related to each other. There is 
then a need to emphasise a set of comple- 
mentary practices which link a value-based 
training programme with other related or- 
ganisational practices. 

At a broader level, education and training 
programmes should allow different stake- 
holders to share the costs and benefits more 
equitably. Individuals, industry, communi- 
ty, government and other learning stake- 
holders would, ideally, assume responsibil- 
ity for investing in learning in accordance 
with the particular need of establishing a 
sustainable learning culture. For instance, 
wider interest in developing a learning cul- 
ture led Denmark to pioneer a learner- 
centred approach to vocational education 
and training (the National action plan for 
employment in Denmark has been instru- 
mental in reducing unemployment between 
1992 and 2000 by almost half). Similarly, 
to make vocational higher education more 
flexible, the Netheiiands recently introduced 
a system of vouchers. This permits students 
embarking on a particular programme of 
courses in higher education to receive a cer- 
tain number of 'right to learn' vouchers 
exchangeable at higher education institu- 
tions. Individual learning accounts have been 
introduced by Austria and the United King- 
dom to enable hitherto underrepresented 
groups of workers, such as those with low 
incomes and little education, to access hfe- 
long learning opportunities. 

Social dialogue and participation have also 
spurred the growth of new institutions, par- 
ticularly in areas such as employment and 
human resources development Government 
and employers' and workers' organisations 
are engaged in a continuous process of eval- 


uating and reforming their education and 
training systems. Lifelong learning for work 
is central to these reforms. Many countries, 
including Ireland, the United Kingdom, the 
Netherlands and the Nordic countries are in- 
troducing their own institutional models 
for competence standards and mechanisms 
for recognising and certifying skills (e.g. NVQs 
in the UK, AQTF in Austraha, etc). 

Lifelong learning and training strategies call 
for an integrated vision of education and 
training paflrways. For instance, in Finland 
the Government's development plan for the 
1999-04 period looks to help more young 
people apply for vocational education and 
complete their studies. The plan also en- 
visages expanding opportunities for adults 
to pursue studies that improve their em- 
ployabihty and capacity for further learning. 

Such an approach permits training objec- 
tives and strategies to be formulated at var- 
ious levels (national, enterprise, training in- 
stitution, individual, etc). Attire national lev- 
el, human resource development and train- 
ing objectives are generally aimed at en- 
suring that their training policies and sys- 
tems better meet contemporary economic 
and social needs. For instance, Ireland was 
the first EU country to set specific targets for 
poverty reduction. Its human resource de- 
velopment objectives clearly identify pover- 
ty reduction and social inclusion of disad- 
vantaged groups, including women, as ex- 
plicit objectives. 

At enterprise level, specific strategies can be 
formulated to encourage investment in em- 
ployees' human capital. Because work-re- 
lated training contributes to improved pro- 
ductivity in the economy, reduces skill mis- 
matches in the labour market, and promotes 
a country's international competitiveness, 
special emphasis needs to be placed on pro- 
viding work-related training opportunities. 
A comparison of the apprenticeship systems 
in England and Germany found lower cov- 
erage and qualification and completion rates 
in England, contributing to inadequate skill 
supplies reflected in the country's poorer 
productivity and trade performance (Ryan 
and Unwin, 2000). These considerations 
prompted the UK Government to introduce 
the work-based Investors in People training 
programme. 

There has also been a shift away from state- 
controUed, centralised and supply driven de- 
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Table 1 

Training approaches and their outcomes 

Training approaches 

Strategy 

Principles of 

organisational 

design 

Examples 

Training delivery 

Stand-alone training 
policy 

Broad-brush choice 
of training instruments 

Design and management 
of capabihties through 
planning and control 

Delivery of services 
in separate areas 
(training for project 
planning) 

'Packaged' training 

Value-based approach 

Making trade-offs from a 
set of alternatives 

Coordination of value- 
maximising 
complementary 
resources (i.e. technical 
and human) 

Multi-skill training 
(training for project 
planning and 
implementation) 

Continuous training as 
part of human resource 
development strategy 


lively of training towards a diversified, flex- 
ible system of public and private institutions 
and enterprise-based supply. The goal is to 
make training supply respond better to eco- 
nomic and social needs and make it more 
flexible in the face of rapid demand shifts. 
Cutting training costs and encouraging com- 
petition between training providers is an- 
other concern. Quality assurance from pri- 
vate industry is also considered vital in im- 
proving the public infrastructure (e.g. vo- 
cational schools, colleges, etc). For instance, 
Sweden opened up the market for labour 
market training to private providers and in- 
vited them to compete for public tenders in 
the 1980s. The United Kingdom and the Unit- 
ed States commonly use quasi-markets to 
deliver training packages. By expanding the 
range of partners in training provision, in- 
cluding private providers, policy makers 
hope to widen the training choices available 
to labour market participants. 

Training approaches 

An approach to training, which relies on 
complementarity between technology and 
skills, locates the analysis of training in a 
wider context. It argues that economic and 
technological conditions have the poten- 
tial to influence managers to use comple- 
mentarity as a means of developing a new 
kind of training approach. These conditions 
are seen as creating new possibilities for 
managers to combine new technology with 
a skilled labour force. Managers can employ 
training with a new technological system in 
ways ftat create conditions for upgrading 
the skill level of employees and also favours 
the adoption of skill-intensive productive 
systems. 


Training is seen as an integral part of a com- 
prehensive set of policies and programmes 
for economic and social development. For 
instance, an approach to flexible lifelong 
learning, which is coordinated collabora- 
tively between commercial sectors and so- 
cial partners, is required to support transi- 
tions through basic education to further ed- 
ucation and training. The policy also en- 
courages governments to focus on educa- 
tion, training and development acquired in 
environments other than traditional forms 
of delivery. Workplace learning opportuni- 
ties are central to these priorities. 

Training becomes, within this context, an 
important strategy because an improvement 
in the abilities of employees to interpret in- 
formation, make decisions and solve prob- 
lems allows greater exploitation of new tech- 
nology. Questions about the role played by 
agents such as managers and employees (re- 
garding the training outcome associated with 
technological and skill change) become para- 
mount What role do employees play in de- 
cisions regarding the type of training made 
available? How do managers respond to the 
skill requirements of new technological in- 
novations? Qr to what extent do the exist- 
ing skills bases of organisations determine 
the adoption of new technological systems? 
These questions are answered only by tak- 
ing a value-based approach to training. Some 
of these issues are summarised in Table 1. 

Conclusion 

To produce a variety of quahty goods, pro- 
ductive systems often have to encourage the 
bundling of a large number of tasks. The 
performance of these tasks then requires a 
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skill configuration which goes beyond the 
practice of specialising in one particular job 
(e.g. high-performance productive systems). 
These changes, coupled with new techno- 
logical innovations, have meant that the skill 
content of most operations have significantly 
increased, resulting in the need to increase 
training outlays for upgrading the skill lev- 
el of the firm's employees. 

Because of this complementarity between 
skills and technology, it becomes appro- 
priate that firms' decisions about training 
are treated as part of a corporate strategy. 
Though firms make training choices in ac- 
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